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PILLAGING THE PRESS 



BY DON C. SEITZ 



The 22,000 newspapers and periodicals published in the 
United States are facing not only complete extinction of 
profits, but in many cases confiscatory losses through the 
concentrated action of news print manufacturers imposing 
upon them a tax of approximately $45,000,000 a year. The 
war harvests reaped by the makers of semi-manufactured 
material find nowhere a richer or more undeserved rake-of£ 
than in this raid on the printing trade. After two languid 
years of moderate demand and reasonable prices, the print 
manufacturers, taking a leaf from the iron, steel, copper and 
chemical industries, decided to suffer no amazement at their 
own moderation, and following the annual convention of 
the American Paper and Pulp Association held in New York, 
February 24, 1916, began one of the most effective price- 
lifting movements in our history. The huge catalogue con- 
tract of the Chicago mail-order houses, amounting to some 
$3,500,000, having been safely adjusted, competition in the 
print-manufacturing trade came to a stop. The first line 
to test the printer's pocket was that of the blotting paper 
producers. Stock sold ordinarily at five and six cents a 
pound was incontinently marked up to ten and twelve cents, 
in some instances reaching thirteen cents. Fast on the 
heels of this elevation the book gentlemen discovered that 
demand exceeded supply and that raw materials were 
scarce. Book stock selling at three and three-quarters 
cents or less moved up to six and seven cents a pound! 
Special grades selling at five and six cents were abruptly 
lifted from four to seven cents additional. Jobbers were 
given little consideration and customers none at all. The 
improvidence of printers, and the quick deterioration of 
supplies, caused little stock to be kept on hand by customers, 
so the exploit of elevating was easy. It only required that 
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no dealer should supply customers other than those on Ms 
books. The few that failed to meet this condition were 
speedily without a stock to draw upon. The book and job- 
bing houses being safely cornered it remained to " handle " 
the newspapers. This was hardly so difficult a task as the 
earlier performance, though the load was heavier and handi- 
capped by the fact that practically all roll paper, such as 
dailies use, is provided under contract. The first warning 
came when excess demand for paper above contracted quan- 
tities was called for because of the expansion of busi- 
ness in the Spring of 1916. For a brief period the rise was 
moderate. Affecting to be surprised at the " demand " the 
manufacturers first checked it by a moderate increase of two 
and three dollars a ton on the open sales. This about repre- 
sented the early increase in cost as threatened by the price 
of wires, felts, colors and clay. Colors and clay soon became 
prohibitive and were eliminated from the news-making for- 
mulas. Fourdrinier wires advanced heavUy in price, from 
22 to 68 cents per pound and were of much poorer quality 
than before, requiring frequent replacement and so reducing 
production. But all these increases in the aggregate cannot 
and do not exceed $4 per ton. The Federal Trade Commis- 
sion has shown that for the first half of 1916 the general cost 
of manufacturing news print was slightly less than during 
the same period of 1915, where war conditions also pre- 
vailed, but when publishers were fairly treated. 

The news manufacturers were a little slower than their 
brethren in the book and magazine branch in perfecting their 
organization, but when completed it operated with a per- 
fection that now promises to impoverish the great industry 
dependent upon it. Suddenly publishers who were short 
found that paper could be had only of jobbers and that these 
required $75 per ton for paper usually sold at $45. This 
was accepted as a necessity and as a temporary pinch. Soon 
$80 per ton was the price and then $100 ; in some instances 
of peculiar atrocity $120 and even $140 per ton was de- 
manded and received. The smaller and poorer the con- 
sumer, as usual in this world, the higher the price and the 
more oppressive the conditions, for on top of these savage 
increases came the curtailment of credits and in many in- 
stances a policy of payment on delivery. Ordinarily where 
in the past such combinations were formed, when not broken 
legally, they went to pieces under the competition of the 
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mills making manila or other " craft *' papers, ■which, "would 
turn their machinery to news making when prices rose. But, 
for the first time in the history of the trade, these grades 
joined the procession upward, going from 31^ to 7 cents 
per pound, with the effect that a considerable tonnage of 
news machinery went on the coarser product, thus curtailing 
a supply soon to be sufficiently scant if all the wheels were 
turning on its behalf. "Writing paper followed suit swiftly, 
doubling and sometimes trebling in cost to the consumer. 

The basic excuse for the rise in prices of grades outside 
of news was the shortage of sulphite pulp caused by the 
extinction of the German and the shortening of the Scandi- 
navian supply, upon which many book, manila and writing 
mills relied, either as a complete resource, or as a check upon 
the American producers. Sulphite, which costs about $32 
per ton to make, rose abruptly to $100 per ton — in some 
cases more. The expense of manufacturing the article did 
not increase. The sulphur*monopoly, controlled by Standard 
Oil interests, did not raise its price. Most of the sulphite 
producers were covered in their wood, lime and coal con- 
tracts. There was, however, an insane pressure to buy, and 
quick advantage was taken of this and 200 per cent profits 
secured. 

Nearly all of the news manufacturers, and all of the 
important ones, make their own sulphite. They also grind 
their own wood. The enhanced cost of book, caused a 
demand for ground wood stock to take the place of low-priced 
grades, and thereupon ground wood went soaring, reaching 
in some cases $45 per ton, at which price, of course, its cost 
was less than half that of sulphite. It also established an- 
other " basis " for estimating the value of news print. 

One reason why the combination of news print mills de- 
layed getting into complete operation was because of the time 
taken in "organizing" the Canadian competition. This 
was done by forming the " Canadian Export Association " 
to which customers from America were referred by the 
mills. In this way secret deals were prevented and the situ- 
ation controlled. One Western publisher was notified in 
the morning that his mill could no longer supply him. In 
the afternoon an agent of the Association called to take his 
order at a price of about $25 per ton above the figure he 
had been paying. In the States the combination worked as 
neatly, but with rougher methods. Each mill was " sold 
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out " when asked to compete or to give a price. Tliis left 
the publisher the choice of accepting the figure named by 
his existing source of supply, or going into the market where, 
despite the " shortage " and " desperate conditions," a 
supply can always be had at $100 per ton! 

In mid-December the International Paper Company, a 
legitimate corporation, announced a uniform price in the 
15-cent freight zone of $3.10 per 100 pounds, which with 
freight and cartage meant $66 per ton delivered, against the 
former average of $2.15, or $43 per ton, all charges being 
included, a net gain of $23 per ton. It should not cost 
the corporations, properly managed, more than $33 per ton 
to manufacture paper. Allowing $4 for freight and cartage 
we have a profit of $29 per ton. A twenty-nine dollar in- 
crement on a thirty-three dollar article may be modestly 
described as handsome! 

What has happened to the small consumer is tersely 
described by Mr. H. B. Varner, publisher of The Herald, at 
Lexington, N. C, Chairman of the Paper Committee of the 
North Carolina Newspaper Association, in a complaint alleg- 
ing conspiracy and extortion, laid before the Attorney Gen- 
eral of the United States. He says : 

Notwithstanding the declaration of the paper mills that they 
have no paper to sell, such members of our associations as have no 
contracts have gone into the open market and secured paper, but 
at prices that are ruinous and extortionate ; to wit, from 534c. 
to 7c. per pound. Members of our association who still hold con- 
tracts have been unable to renew them. The price which they are 
paying under existing contracts is less than $50 a ton, and the 
lowest figures at which such members have secured offers are from 
$65 to $140 a ton. This lowest price, so far as I have been able 
to learn, has only been made to one newspaper in the State, and 
represents a profit of not less than $35 a ton on the mill cost of 
making paper. The increased expense to one of our largest papers 
in the State, by reason of the prevailing prices in the open market, 
is $59,000, which increase ^^'ill entirely absorb all of its profits. 

"We have every reason to believe, and do believe, that a combina- 
tion exists between the American and Canadian manufacturers, 
through which aU competition has been destroyed. Newspapers 
can only secure their supplies from concerns with which they have 
been dealing, and they must pay whatever price is demanded. 

It is pleaded on behalf of the manufacturers that the 
industry has long been on an unprofitable basis ; that there 
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ehould be a high and pennanent increase in the price of 
paper and that the one-cent daily should go, the increased 
income from circulation passing to the paper maker, and 
the diminished circulation resulting, usually from 36 to 40 
per cent., insuring him against the need of expanding his 
business or otherwise exerting himself. It is quite possible, 
if the artificial situation created by the conspirators can be 
maintained, the one-cent paper of large circulation will have 
to go. The increase on such a sheet using 30,000 tons of 
paper a year is about $750,000 per year. There are six 
papers with a tonnage of this magnitude, two of which have 
no Sunday editions to help out, and none of which makes 
a profit sufficient to cover the tax. At least one of these faces 
a loss of $600,000 per year. 

The 15,000-ton consumers are of course as badly, if not 
yrorse off, in proportion. It is a safe calculation that in 
New York City alone, where several of the larger papers are 
protected in their supply, there will be a net loss to the 
others of fully $2,000,000 per year, either in the form of 
extinguished profits or actual deficit, assuming that the 
one-cent price will hold for the next twelve months. Boston 
faces approximately $1,500,000 shrinkage ; Providence $300,- 
000; Chicago $1,500,000, and so on down the line to the 
pocket of the humblest printer in the country town. 

There was, and remains, a just basis for some action 
on the part of the manufacturer. Evils, the result of his 
own practices, have tended to make his lot hard. When 
timber was cheap and grew near the edge of the rivers, 
yrhere it could be rolled on to the ice and floated down with 
the current in the Spring, competition cut the price of 
paper delivered as low as $1.65 per 100 pounds, or $33 per 
ton, delivered. The late Hugh J. Chisholm, first President 
of the International Company, sold some paper from his 
Otis Falls mill as low as $1.60, or $32 per ton delivered in 
New York. There was a reckless, passionate desire to 
destroy the forests and sell their fibres for money, regard- 
less of profit or the future. There was no thought of con- 
servation, none of replanting. No forest trees were saved 
to allow nature to attempt a new growth. Instead thou- 
sands of acres went into useless brush, fires ate up the rich, 
damp soil in which the young conifers flourished, and the 
timber supply crept farther and farther away from the 
streams. The cutting was done in deep snow, leaving high 
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stumps, worth in the aggregate many tons of puljx Often, 
indeed, floods came from the denuded lands, taking away 
dams, stopping mills and desperately revenging the out- 
rages upon the forests. Labor, too, rose against them. 
Wearied with eleven or twelve-hour shifts, seven days in 
the week in lonely towns hack in the woods, it forced three 
shifts of eight hours each, adding something to the cost, 
improving output and eflSciency, hut cutting out the Sunday 
run. 

Prices therefore rose in steps. From $1.65 to $1.75 per 
100 pounds was the move of the middle nineties. There 
were flurries, and during the war with Spain $2.50 was com- 
manded in spots, then $1.85 became the standard figure; 
five years ago this became $2.00 and in another year $2.15. 
These raises, though considerable, representing $10 per ton 
in fifteen years, were in no way commensurate with the 
present extortion. 

Beside the timber question, many mills were built with 
large bonuses of common stock to enhance the bonds and 
the preferred, leading to over-capitalization, which is now 
very much in evidence. A justly capitalized mill should 
not cost more than $20,000 per ton of output. There are 
mills, advantageously situated, representing much less than 
this. The International, organized in 1898, represents about 
$50,000 per ton ! In its 18 years of life it has added but two 
new machines to its equipment, though possessing some of 
the best water powers and woodlands in the United States 
and Canada, When it is figured that consumption increases 
at the rate of about 6 per cent, per annum, it will be seen 
that when so great a corporation stands still it becomes a 
considerable factor in creating a squeeze. 

On the side of the publishers there has been recklessness 
in size, in reducing price to the public, and in the taking 
back of unsold copies. This last wasteful and unwarranted 
custom is being blotted out by the crisis. Formerly " full 
returns " were almost universal. This meant an average 
waste of at least fifteen per cent. — fifteen per cent, of undue 
forest destruction and undue demand upon the manufacturer. 

Extortion and oppression are not lightly endured in 
America. Enterprise and energy in the past have usually 
come to the rescue. That no excuse for existing prices exists 
on the cost side can be demonstrated by this table of the 
charges against a ton of paper at a modem mill: 
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Stock : Cost per ton of Paper 

first quarter of 1916. 

Ground Wood, 80 7/10 per cent $13.58 

Sulphit«, 19 3/10 per cent 6.79 

Clay 0.03 

Alum 0.11 

Size 0.005 

Color 0.26 

Wrappers 0. 85 

$21,625 
Conversion : 

Labor $2,766 

Superintendence 082 

Pelts and Wires 1.037 

Belts 103 

Lubricants 110 

Repairs 1 . 164 

Coal 2.564 

Electric Power St 328 

Bam, Store House 053 

Machine Shop 030 

Cores, Finishing Material 056 

R. R. Operation Maintenance 160 

Demurrage 009 

Miscellaneous Operating 222 

Administrative Salaries and Expenses . . .44 

Insurance 091 

Taxes 129 

Interest on Notes, Bonds and Loans 910 

Wrapper and White Waste Loss 361 

$10,615 

Total $32,240 

The crisis, real and severe, will prove a test for the newly 
created Federal Trade Commission. Created on the " live 
and let live " theory, it must determine in the inquiry now 
in progress how far conspiracy can be allowed to collect on 
hehalf of incompetence and over-financing, and whether one 
industry shall have the unlimited right to destroy another. 

Don C. Seitz. 



